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SUBJECT: EC POSITION ON INTERNATIONAL MONETARY REFORM 

REF: ROME 11625 

1. SUMMARY. ITALIAN TREASURY MINISTRY DIRECTOR GENERAL 
PALUMBO DISCUSSED PROPECTS FOR MONETARY REFROM WITH 
TREASATT AUGUST 13. HE HOPED THAT AT LEAST TWO-PART REFORM 
PACKAGE (GOLD AND IMF QUOTAS ) COULD BE AGREED TO AT FUND/ 

BANK MEETING AND WONDERED ABOUT POSSIBILITY EVEN OF AGREEMENT 
ON EXCHANGE RATE REGIME. HE WAS SOMEWHAT CRITICAL OF U.S. 
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POSITION ON PROPOSED MONETARY SUMMIT. END SUMMARY. 
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2. DIRECTOR GENERAL PALUMBO DISCUSSED PROSPECT FOR MONETARY 
REFORM IN ANTICIPATION OF AUGUST 24 MEETING OF EC MINISTERS 

OF FINANCE AND SEPTEMBER 1-5 MEETING OF IMF. HE HOPED THAT 
IT WOULD BE POSSIBLE, AT LEAST, TO REACH AGREEMENT AT IMF 
MEETING ON TWO-PART PACKAGE INCLUDING GOLD (BOTH GOLD SETTLE- 
MENTS AMONG CENTRAL BANKS AND DISPOSITION OF IMF GOLD) AS WELL 
AS ON IMF QUOTA INCREASE AND QUOTA RE-ALLOCATION. ON LAST POINT, 
PALUMBO HOPED THAT US COULD ACCEPT SOME REDUCTION IN ITS 
QUOTA SINCE GRADUAL INCREASE IN MEMBERSHIP OF FUND WOULD 
ERODE US VETO POWER IN ANY CASE. ON OTHER HAND, IF AGREEMENT 
WERE REACHED TO RAISED REQUIRED VOTE ON IMPORTANT ISSUES FROM 
80 TO 85 PERCENT, US COULD PROLONG ITS VETO POWER. FURTHER- 
MORE, IT MIGHT BE EASIER FOR US TO PROTECT THIS RIGHT 
NOW THAN TO WAIT UNTIL VETO POWER WERE IN JEOPARDY AND THEN 
BE FORCED TO SEEK SOLUTION UNDER PRESSURE. 

3. AS TO QUESTION OF FUTURE FOREIGN EXCHANGE REGIME, 

PALUMBO REPEATED REPORT CONTAINED REFTEL THAT ONLY FRENCH OF 
EC COUNTRIES WERE NOT YET PREPARED TO ACCEPT "FORMULA 2" 
COMPROMISE. HE WONDERED IF DEMONSTRATION TO GOF OF ITS 
ISOLATION, NOT ONLY FROM US BUT ALSO FROM ALL OF ITS EC 
PARTNERS, MIGHT BE SUFFICIENT TO FORCE FRENCH ACQUIESCENCE 

IN THIS COMPROMISE. PALUMBO ARGUED THAT, IF MONETARY SUMMIT 
WERE HELD, FRENCH WOULD IN ANY CASE PROBABLY BE FORCED 
TO ACCEPT THIS COMPROMISE SO AS TO AVOID APPEARANCE OF 
FAILURE OF CHIEFS OF STATE TO MAKE PROGRESS ON MONETARY 
REFORM. PERHAPS IT WOULD BE BETTER TO TRY TO PERSUADE FRENCH 
TO AGREE TO THIS COMPROMISE NOW SO THAT THEY WOULD NOT HAVE 
TO CONCEDE THIS POINT DURING WELL-PUBLICIZED SUMMIT MEETING. 

4. PALUMBO ASSUMED THAT MONETARY SUMMIT WOUD BE HELD BUT 
WAS SOMEWHAT CRITICAL OF "EQUIVOCAL" US ATTITUDE TOWARD 
SUMMIT DURING RECENT CHIEFS OF STATE MEETINGS IN BONN AND 
HELSINKI. PALUMBO REGRETTED THAT POSSIBILITY OF SUMMIT 
MEETING IN THE FALL SEEMED TO BE DELAYING ANY DECISIONS WHICH 
MIGHT LEAD TO QUICKER PROGRESS ON INTERNATIONAL MONETARY 
REFORM ISSUES. VOLPE 
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